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prior to implementation of the new
business program.

§650.27 When to report the risk-based
capital level.

(a) You must file a risk-based capital
report with us each time you deter-
mine your risk-based capital level as
required by §650.26.

(b) You must also report to us at
once if you identify in the interim be-
tween quarterly or more frequent re-
ports to us that you are not in compli-
ance with the risk-based capital level
required by §650.24.

(c) If you make any changes to the
data used to calculate your risk-based
capital requirement that cause a mate-
rial adjustment to the risk-based cap-
ital level you reported to us, you must
file an amended risk-based capital re-
port with us within b5-business days
after the date of such changes;

(d) You must submit your quarterly
risk-based capital report for the last
day of the preceding quarter not later
than the last business day of April,
July, October, and January of each
year.

§650.28 How to report your risk-based
capital determination.

(a) Your risk-based capital report
must contain at least the following in-
formation:

(1) All data integral for determining
the risk-based capital level, including
any business policy decisions or other
assumptions made in implementing the
risk-based capital test;

(2) Other information necessary to
determine compliance with the proce-
dures for determining risk-based cap-
ital as specified in Appendix A to this
subpart; and,

(3) Any other information we may re-
quire in written instructions to you.

(b) You must submit each risk-based
capital report in such format or me-
dium, as we require.

§650.29 Failure to meet capital re-
quirements.

(a) Determination and notice. At any
time, we may determine that you are
not meeting your risk-based capital
level calculated according to §650.23,
your minimum capital requirements
specified in section 8.33 of the Act, or
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your critical capital requirements
specified in section 8.34 of the Act. We
will notify you in writing of this fact
and the date by which you should be in
compliance (if applicable).

(b) Submission of capital restoration
plan. Our determination that you are
not meeting your required capital lev-
els may require you to develop and sub-
mit to us, within a specified time pe-
riod, an acceptable plan to reach the
appropriate capital level(s) by the date
required.

§650.30 Effective date for compliance
with regulation.

For the 12-month period beginning on
the effective date of this subpart, you
must determine a risk-based capital
level by implementing the risk-based
capital stress test as described in
§650.23 and Appendix A to this subpart,
and you must report the results to us
as described in §650.28. During this 12-
month period, you will not be required
to maintain capital at the risk-based
capital level, but you must maintain
your minimum capital level as pre-
scribed in section 8.33 of the Act. Be-
ginning on the day following the 12-
month period, you must comply with
all provisions of this subpart.

§650.31 Audit of the risk-based capital
stress test.

You must have a qualified, inde-
pendent external auditor review your
implementation of the risk-based cap-
ital stress test every 3 years and sub-
mit a copy of the auditor’s opinion to
us.

APPENDIX A TO SUBPART B OF PART
650—RISK-BASED CAPITAL STRESS TEST

1.0 Introduction.

2.0 Credit Risk.

2.1 Loss-Frequency and Loss-Severity Mod-
els.

2.2 Loan-Seasoning Adjustment.

2.3 Example Calculation of Dollar Loss on
One Loan.

2.4 Treatment of Long-term Standby Pur-
chase Commitments.

2.5 Calculation of Loss Rates for Use in the
Stress Test.

3.0 Interest Rate Risk.

3.1 Process for Calculating the Interest
Rate Movement.

4.0 Elements Used in Generating Cashflows.

4.1 Data Inputs.

4.2 Assumptions and Relationships.
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